B UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
7 4 REGION6 .
M N ‘ 1445 ROSS AVENUE, SUITE 1200 - ‘
: DALLAS TX 75202-2733

JUL 16 2012

CERTIFIED MAIL, RETURN RECEIPT REQUESTED
- 7009 1680 0002 2886 7901 '

Mr. Michael Schoch
Director, ES&H

Hilcorp Energy Company -
1201 Louisiana Street
Suite 1400

Houston, TX 77002

~ Re:  Draft Consent Agreement and Final Order
Docket No. CWA-06-2012-4821
Inspection No: SPCC-LA-2012-00031
South Pass Block 24

Plaquemines Parish, LA

Dear Mr. Schoch:

On 3/28/2012, the subject facility was inspected by the Environmental Protectlon
'Agency (EPA). During the inspection, violations of the Spill Prevention, Control and

Countermeasures (SPCC) regulations were found. The specific allegations are identified

in the enclosed draft Consent Agreement and Final Order (CAFO). EPA has authority
~under Section 311 of the Clean Water Act to pursue civil penalties for violations of the .
~ SPCC regulations. EPA éncourages the settlement of easily verifiable violations of
SPCC requirements, such as the violations cited in the CAFO. The enclosed CAFO has
been issued in accordance with 40 CFR Part 22, “Consolidated Rules of Practice
Governing the Administrative Assessment of Civil Penalties, Issuance of Compliance or
Corrective Action Orders, and the Revocation, Termination or Suspension of Permlts
(avallable upon request). : ~ -

- If Hilcorp Energy Company wishes to settle this matter without further legal
‘action, the enclosed CAFO should be returned, signed by an authorized official of the
company within- thirty (30) days of receipt of this letter. Final issuance of the CAFO may
be subject to additional verification that all necessary corrective actions have been |
completed. The CAFO, once finalized, is binding on both you and EPA. Upon
conclusion of the final action, EPA will take no further action agamst you for the
violations cited in the CAFO.
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The. original, signed, CAFO must be sent via CERTIFIED MAIL to:

OPA Enforcement Coordinator
U. S. Environmental Protection Agency
Region 6 (6SF-PC)
1445 Ross Avenue
Dallas, Texas 75202-2733

Upon receipt and process1ng of the signed document, EPA will forward to you
- copies of the fully executed CAFO. Penalty payment is not due until thirty (30) days
~ after EPA has returned the fully executed CAFO to you.

, By terms of the CAFO, and upon payment of the penalty, you waive your
opportunity for a hearing pursuant to Section 311 of the Clean Water Act. You have the

'right to be represented by an attorney at any stage of the proceedings, including any
informal discussions with EPA.

If you elect not to sign and return the CAFO within 30 days of your receipt of this
letter and pay the penalty, unless an extension has been granted by EPA, the CAFO will
be automatically withdrawn, without prejudice to EPA’s ability to file an enforcement
action for the cited violations. EPA can pursue more formal enforcement measures to
correct the violation(s) and seek penalties of up to $16,000 per v1olat10n uptoa
maximum penalty of $37, 500

Hilcorp Energy Company may request an informal conference to discuss the facts
of this case. In the event that a settlement cannot be reached, EPA may elect to filean
- Administrative Complaint and Opportunity to Request Hearing and Conference
(Complaint) in accordance with 40 C.F.R. Part 22. If a Complaint is filed, Hilcorp
- Energy Company will have the right to request a hearing to contest the factual allegatlons
set forth in the Complaint.

_ If you have any questions, or 1f you wish to schedule an informal settlement
conference, please contact Nelson Smith at (214) 665- 8489.

Juth

obert R. Broyles
Associate Director

Prevention and Response Branch .
Superfund DlVlSlon

Sincerely,




UNITED STATES ENVIRONMENTAL PROTECTION AGENCY

REGION 6

"IN THE MATTER OF CWA SECTION 311 CLASS 1
: CONSENT AGREEMENT
Hilcorp Energy Company AND FINAL ORDER
‘South Pass Block 24

v UNDER 40 CFR § 22.13(b)
Plaquemines Parish, Louisiana ' .

Respondent. Docket No. CWA-06-2012-4821

LEGAL AUTHORITY

i. This Cénseﬁt Agree&;ent is proposed and entered into under the authority vested in the
- Administrator of the US En\\/ironmental Protection Agéncy (“EPA™) by Section 31 1(b)(6)(§)(i)
of the Clean Water Act (“Act™, 33 US.C.§ _1321(b)(6)(B)(i), as amended by the Oil Pollution
Act of 1990, an'd" under the authority provided by 40 CFR §§122.13(b) and 22.18(b)(2)7. The
Adri_ﬁniStrator has &elggatedthese authorities to the Re_gionalv Admi'ni‘strato.r. .of EPA, R_egibn 6, -'
who has in turn delegated them to the Difector of the Superfund Divisidn_» of EPA, Regidri 6, whq
has, B'y his concUrrence;re-delegated the authority to act as Complainant to the Associate
- Director Prevention and Response Branch in Regioﬁ 6, Delegation No. R6-2-51, dated Febi'uary |
13, 2008 (“Cofnplaiﬁant”). | . |

i | ' CONSENT AGREEMENT

Stipulations and Allegations
The parfiés, in their own capacity or by their attorneys or other aUthqrized

representatives, hereby stipulate:
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| COUNT 1 SPCC Requirements. 40 § CFR 112
2. Section 31 lb(j)(l)(C) of the Act, 33 USC § 1321(j)}(1)(C), provides that the Pre'sidentv
. sﬁall issue regul.atiOns "establishing procedures, methods, and equipment and ofhef requirements
for equipment to prevent discharges of oil from onshore or;offshore vessels and from onshore or
offshore ’facilities, and to contain such diScharges A o

3. Initially by ExecutiVe Ofder 11548 (July 20, 1970), 35 Fed. Reg. 11677 (July 22,
1970), and most i‘écenﬂy by Section 2(b)(1) of Executive Order 1-2777 (bctober 18, 1991), 56
F_F'ed. Reg. 54757 (October 22, 1991), the President delegated t§ EPA his Section 31 1G)(1)XC)
authbrity to issue the regulations referenced in the preceding Paragraph for non-trahsportatiori-
related onshore and offshore facilities. |

" 4. Through Exécutive Order 12777 (October 18, 1991), 56 Fed. Reg. 54757 (October 22,
1991), the President dele‘gatéd t§ DOI,—lrespons_ibility for spill prevention and control,’
_ contingéncy plar'ming,»and eqﬁipment inspection‘actiVities associated with offshore facilities.
‘Subsequently, pursuant to section 2(i) of E.O. 12777, the Seérefar& of the Interior redelegated,
| and the Administrator of EPA agr_eéd»to assume (MOvaﬁ»b'lishcd as Appendix B to 40 CFR Paﬁ
| 112), respbnsibility for non-transportation-related oﬂ'shorev'faci_lities locafed landwéufd-_ of thé
éoaét iine.

5. EPA promulgated the Spill Prevention Control- &'Counter.measure (SPC'C) regulations
pursuant to delegated statutory authorities, and pursuant _to-its authorities under the Cleén Water
Act, 33 USC § 1251 et séq.-, which e_stablishéd certain p’rqcedﬁres, methods and other
requirements upon each owner and operator of a non-tfaﬁsponatiqn-rclated onshore or offshore
- facility, if such facility, due to its location, could reésonably be expected to discharge oil into or
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-3-
upon the navigable waters of the United States and their adjoining shorelines in such quantity as -
EPA has determined m 40 CFR § 1 10.3 may be harmful to the public health or welfare or the
environment of the United States (“harmiful quantity”).
6. In promulgating'40 CFR § 110.3, which implements Section 311(b)(4) of the Act, 33
USC § 1321(b.)(4_),v EPA has determined that discharges of harmful quantities include oil
discharges that cause either (1) a violation of applicable water quality"standards or (2) a film,
 sheen upon, or diScoloration’ of the surface of the water or adjoining shorelines, or (3).a sludge or
- emulsion to be deposited beneath the surface of the watei or upon adjoinihg shorelines. .‘
7.‘ Respondent isa ﬁrm conducting business in the State of Louisiaina, with a place of
businesslocated at 1201 Louisiana Street Houston, Texas, 77002, and is a person within the
' meamng of Sectlons 311(a)7) and 502(5) of the Act, 33 U.S.C. §§ 1321(a)(7) and 1362(5) and
40 CF R §112.2.
| 8. Respondent is the owner within the meaning of Section 31 1(a)(6) of the Act, 33 USC ,
| - § 1321(a)(6), and 40 CFR §. 112.2 of an oil production fac111ty, South Pass Block 24, located in
Plaqueniines l’arish; Louisiana (“the facility”). The approximate ~coordinates.of the facility are
H29.l 163° N and -89.302_7° W. Drainage from the facility. travels to Zinzin Bay; the‘nc'ethe Gulf -
of _Me'xico. | |
9. The facility has an aggregate above-ground storage capacity greater than 1320 gallons
' of o_ilin containers each with al shell capacity of at least 55 gallons. Facility capacity is.
‘ approx1mate1y 477,457 gallons. | |
10 Zinzin Bay and the Gulf of Mexico are nav1gable waters of the Unlted States within

the meaning of 40 CFR § 112.2.
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11. Respondent is engaged in_. drilling, producing, gathering, storing, processing, refining,
transferring, ‘distn'buting’, using of consuming oil or oil products located at the facility. |

12. The fac111ty is a non-transportation-related facﬂlty within the meamng of 40 CFR §
112 2 Appendlx A, as incorporated by reference within 40 CFR § 1 12 2.

13, The faclllty is an offshore facility within the meaning of Section 31 1(a)(10) of the -
~Act, 33 USC § 1321(a)(11), 40 CFR § 112.2, and 40 CFR § 112 Appendix B.

14. The fac1hty is therefore a non-transportatlon-related offshore facility which, due to
its location, conld reasonably b_e expected to disch'afge oil to a navigable water of the United
}StateS or its adjoining shorelines in a harmful quanfity ("an SPCCfregulated facility").

| 15. Pursuant to Section 31 1G)(1)(C) of the Act, E;Q.i2777, and 40 CFR § 112.1
| Re‘spondent,' as the owner of an '_SPCC-re.g.ulated facility,”is s_ubject to the SPCC regulations.

16. The facility began operating befere August 16, 2002._

N SPCC Allegations
17 40 CFR §1 12 3 requires that the owner or operator ofan SPCC-regulated facxhty

» 'must prepare a SPCC plan in wr1t1ng, and nnplement that plan in accordance with 40 CFR §
112.7 and any other applicable section of 40 CFR Part 112
: 18. On March 28, 2012, EPA mspected the facility and found that Respondent had failed
1o fully 1mplement its SPCC plan for the facility. Respo»ndent_ ‘falled‘to fully 1_mplement such .an
~ SPCC plan for the facility as follows: |

a. Respondent s plan falled to address secondary containment for gasoline
-and diesel tank transfer areas in accordance with 40 CFR §112. 7(c)
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-5-

b. Respondent failed to use oil drainage collection equipment to prevent and
control small oil discharges as evidenced by a leak directly to the water at
the compressor platform and by cracked and damaged curbing at the

" gasoline and diesel storage tanks in violation of 40 CFR § 112.11(b);

c. Respondent’s plan failed to describe the available spare pump required at
40 CFR § 112.11(c); ' '

d. _Respbndent’é plan failed to describe the method of activation or cohtrol of
for surface and subsurface well shut-in valves and devices in use at the
facility as required at 40 CFR § 112.11().
19. Réspbndent’s failure to fully implement its SPCC plan for the facility violated 40 -

" CFR § 112.3, and impacted its ability to prevent an oil spill.

COUNT 2: FRP Requirements, 40 § CFR_112.20
©20. Section 311()(S)(A) of the Act, 33 US.C. § 1321()(S)(A), provides that the

President shall issue regulat.ions requiring each owner or operatdr of cértairi facilities.to "submit
to the President a plan for responding, to the maximum extent practicable, to a worst case
dischargé, and to a substantial threat of such a discﬁarge, of oil or a hazardous substance."
: »21.» By Section 2(d)(1) of Executive Qrder 12777 (October 18, 1991), the President

dele'gatéd to the Administrator of EPA the authqrities under Section 31 10)(5)(A) of the Act.

22. The Administrgtor of EPA promulgated regulations, codified within Subpar’ts A and
D of 40 CFR Part 112 (“the [Facility Respdnse Plan] FRP regulations™), iinplementirig these
delegatéd statutory authorities. ' |

'23.‘ Paragraphs 6 through 13 above are re-stipulated as though fully set forth hérein.

24. The facility has a total oil storage capacity of greatér than or equal to 42,000 gallons

Docket No. CWA-06-2012-4821



_6-

- and the faeility. transfers oil over water to a'nd‘from vessels.

25. The fability. is therefore a non-transportation related, offshore facility within the
meaning ’of 40 CFR § l 1.2.2" that, because of its location could reasonably be expected to cause
substantlal barm to the environment by dlschargmg oil mto or on the navigable waters or
adjoining shorehnes within the meamng of Section 311(j)(5)(B)(iii) of the Act, 33 US.C. §
1321(G)(5)(B)(iii), and 40 CFR § 1 12-.20(f)(1) (“an F RP-'regulated facility”).

| 26. Therefore, Respondent as the owner/operator of a FRP-regulated facility, is subject
to the FRP regulatlons found at 40 CFR. § 112.20.

27. The facility began operation before February 18, _1 993.

28. Itis stipulated that pursuant to Section 311G)(5) of the Act and 40 CFR § 112.20,
the owner or operator of an FRP-regulated facility in operation on or before -Febm@ 18, 1993,

" must no later than that date submit a Facility Response Plan (FRP) that satisfies the reciuirements
of Section 311G)(5). |
- ERP Allegations
29 On March 14, 2012, EPA mspected the faclhty and found that Respondent had faxled‘

to. develop and 1mplement a FRP in accordance with 40 CFR §112.20.

30. _Respondent’s failure to develop and implement an FRP violates the requirements of

Section 311()(5) of the Act and 40 CFR " § 112.20.

Walver of Rights

31. Respondent admits the jurisdictional allegatlons set forth above and nelther adnuts
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-7-
nor dehies the other specific violations alleged above. Respondent waives the right to a hearing
under S'ect_ion' 31 1(b)(6)(B)(i) of the Act, 33 U.S.C. § 1321(b)(6)(B)(i), and to appeal any Final
Order in this matter under Section 31 1(b)(6)(G)(i) of the Act, 33 U.S.C. §1321(b)(6)(G)(1), 'and

consents to the issuance of a Final Order without further adjudication.. ‘

. Penalty

32. The Complainant proposes, and Respondent consents to, the assessment of a civil
penalty of § 26,100.00,

Payment Terms

Based on the forgoing, the parties, in their own capacity br by their attorneys or
. authorized representatives, hereby agree that:

32. Within thirty (30) days of the effective date of the Final Order, the Respondent shall
pay the amount of $26,100.00 by means of a cashier’s or certified check, or by electronic funds.
transfer (EFT). The Respondent shall submit this .Cor_lsent Agreement and Final Order, with
original signature, along with documentation of the penalty payment to:

OPA Enforcement Coordinator -
-U. S. Environmental Protection Agency
Region 6 (6SF-PC)
1445 Ross Avenue
Dallas, Texas 75202-2733

- If you are paying by check, pay the chéck to “Environmental Protection Agency,”

* noting on the check “OSTLF-311" and docket number CWA-06-2012-4821. If you use the

U.S. Postal Service, address the payment to:

U.S. Environmental Protection Agency, Fines & Penalties
P.O. Box 979077, St. Louis, MO 63197-9000

" Docket No. CWA-06-2012-4821



. -8-

- If YOu use a private deli_vefy service, address the payment to:

| - US.Bank
1005 Convention Plaza, Mail Station SL-MO-C2GL
St. Louis, MO 63101
- The Respondent shall submit copies of the chéck (or, in the case of an EFT transfer,
 copies of the EFT confirmation) to the following person:
' Lofeha Vaughn -~
Regional Hearing Clerk (6RC) -
U.S. Environmental Protection Agency
. Region6
1445 Ross Avenue
Dallas, TX 75202-2733

- 33. Failure by the-Réspo_nd.e‘nt to pay the penaﬁy assessed by the Final Order in full by
its due date may subject Respondent to ,a_'c,iifilv ac_tion to collect the assessed penalty, 'pius interest;
‘ attomey's feés, costs and an additionél quarterly nonpayment penalty pursﬁaht to Section
31 1(b)(6)(H)' of the Act, 33 USC_ §1321(b)(6)(H). In any sucﬁ coll_ectioh action, thé validity,

amount and appropriateness of the perialty agreed to hereih shall not be subject to review.

| General Provisions

34. The Final Order shall bé i)inding upon Reépon’dé_nt and Respdndent’s officers,
directors, agents, sex"vants,_erAnployeebs, and 'successprs or assigns.’

35. The Final Order does not constitute a waiver, suspension or modiﬁcatibn of the
requiremenfs of Section 311 of the Act, 33 USC §1321, or any fegulations promulgated
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. Date:

-9-

thgreunde_r, and does not éffect the right of the Administrator or the United'States to pursue any.

applicable injuricti\}e or other equitable relief or criminai' sanctions for any violation of law.

Payr‘nent_’of the pehalt-y pursuant to this Consent Agreement resolves only Respondent’s liability

for fedéral civil penalties for the violations and facts stipulatéd to and alleged herein.

Hilcorp Energy Company

" Date: v
: Michael Schoch
Director, EH&S -

U.S. ENVIRONMENTAL PROTECTION AGENCY

Ragan R. Broyles
Associate Director

Prevention & Response Branch

Superfund Division '

Docket No. CWA-06-2012-4821



FINAL ORDER

Pursuant t6 Section 311(b)(6) of the Act, 33 USC §1321(b)(6) and the delegated authority
of the undersigned, and in accordance with the “Consolidated Rules of Practice Governing the
Adnﬁnistrative Assessment of Civil Penalties, Issuance of Compliance or Corrective Action -
Orders, and the Revocation, Termination or Suspension of Permits;” codified at 40 CFR Part 22,
the forgoing Consent Agreement is hefeby approved and ineerpofated- by reference into this
Final Order, and the Stipulations by the parties and Allegations .by the Cemplainanf are adopted
as Findings in this Final Order.

The Respondent is ordered to comply with the terms of the Consent Agreement.

Date:

Pamela Phillif)s .
Acting Director
Superfund Division

Docket No. CWA-06-2012-4821



. CONCURRENCE ROUTING
OPA ENFORCEMENT

TYPE OF ACTION: Clean Water Act, Class T~
' - Draft Consent Agreement and Fmal Order

Hllcorp Energy Company

South Pass 24

Plaquemines Parish, LA :
- Docket No. CWA-06-2012-4821

i (GSF'PC) _ NClsqn S'I.nith . W ) 7/{8/{ Z/
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(GSVF.-‘P.).‘ Ragan Bfoyles —_— W /7’) IQ{_/L
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W Complete items 1; 2, &@rid 3. Aiso compléte
item 4 if Restricted Delivery is desired.
A Print your name and address on the reverse

so that we can return the card to you. ){ /ei{ / ( }f#f [f ‘B‘te of Delivery
H Attach this card to the back of the mailpiece,
or on the front if space pem'nts
D. Is dlivery addréss dlffé fromitem 17 [ Yes '
1. Aticle Addressed to: If YES, enter delivery address below: [1No

+ Mr. Michael Schoch
Director, ES&H |

Hilcorp Energy Company L . /L ~ /52 e
1201 Louisiana Street = . 3. Service Typs '
Suite 1400 ®{(Certified Mall  [J Express Mall
Houston, TX 77002 O Registered O Return Recsipt for Merchandise
-- . Olnsured Mail [ C.OD.
4. Restricted Delivery? (Extra Fee) O Yes -
2. Article Number )
(Transfor from service labe) o ?009 1ka0 0002 EBBE ?‘ll]lm

IPS Form 3811, February 2004 Domestic Return Receipt 102595-02-M-1540
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i | | Permit No. G-10

* Sender: Please print your name, address, and ZIP+4 in this box ®

MR. NELSON SMITH )
U.S. EPA (6SF-PC) :
1455 ROSS AVENUE
DALLAS, TX 75202
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